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Abstract— The aim of this study is to investigate the effect of 
macroeconomic on stock price in various firm sizes and 
industries. The population used in this study are firms listed on 
the in Indonesian Stock Exchange in 2008-2012. A number of 180 
stocks selected as sample and divided into three groups of firm 
size, large, medium and small, and two groups of manufacture 
industry and financial industry. Macroeconomic variables in this 
research are inflation, exchange rate, interest rate SBI, the price 
of gold and oil prices. The research analysis employed the 
regression analysis. The results of this study show that (1) the 
negative effect of inflation rate on stock returns only found in 
financial firms and there is no different effect between  big, 
medium, and small firms, (2) interest rate has the negative 
impact on stock returns, the larger the firm size, the stronger 
negative effect of interest rete on stock returns, and the negative 
effect is stronger in manufacture firms than in financial firms, 
(3) exchange rate has positive effect on stock return in big firm, 
the larger the size of the firm, the stronger the positive effect, and 
there is no different effect between industries,  (4) gold prices has 
negative effect on stock returns, the larger the firm size, the 
stronger negative effect of gold prices on stock returns, and the 
negative effect is stronger in manufacturing firms than in 
financial firms, and (5) oil prices has negative effect on stock 
returns, the larger the firm size, the stronger negative effect of oil 
prices on stock returns, and the negative effect is stronger in the 
manufacture firms than in financial firms. 
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I. BACKGROUND 
 
The development of investment theory and practice and the 
impact of globalization have encouraged investors all around 
the world to invest both at home and abroad country. One 
important factor affecting the performance of an investment is 
the risk factor. The risk factors are divided into two groups, 
firm-specific risks and systematic risks. The existence of those 
risk can affect the stock price, making the investment 
performance fluctuated. The portfolio theory suggest that 
firm-specific risks can be reduced by diversifying the asset of 
the portfolio, whereas systematic risk can be reduced by 
placing the funds in different assets that react differently to the 
systematic risks or in other words doing the assets allocation.  
Macroeconomic factors are the major and common factor 
of systematic risks. Macroeconomic factors that have effect on 
stock price have been identified in previous studies. These 
factors include interest rates, inflation, production index, 
exchange rate, trade balance, the money supply, the price of 
gold, and crude oil price [1], [2], [3], [4]. Through the better 
identification of these factors, investors can understand how 
sensitive the price fluctuations due to macroeconomic changes 
and the behaviour of the macroeconomic effect in different 
stock characteristics. Based on this information investors can 
make better decisions about asset allocation and timing to 
make a purchase or sale of stocks. 
The purpose of this study is to examine the effect of 
macroeconomic factors on stock returns in Indonesia 
specifically the effect of those macroeconomic on stock return 
across between firm sizes and industries. The firms listed in 
Indonesia stock exchange are chosen because the turbulence 
of Indonesia economy is a good setting for investigating the 
macroeconomic impacts.  
 
II. THEORITICAL BACKGROUND 
 
A good investor should understand the macroeconomic 
condition of the country where they will invest their funds in 
order take an advantageous position in the market. The 
macroeconomic conditions are all factors that will affect the 
firm’s revenues and expenses as well as influencing the 
demand and supply of the products produced by the firm (e.g. 
[5]). 
Chen et al. [2] using the arbitrage pricing theory proved 
that macroeconomic variables have a systematic effect on the 
return of stocks. Economic forces influence the discount rate, 
the company's ability to drive cash flow, and the payment of 
dividends in the future. These mechanisms suggest that 
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macroeconomic variables are crucial factors in the equity 
market (e.g. [6]). 
Shaharudin and Fung [7] conducted a study in Malaysia to 
investigate the influence of macroeconomic factors. The 
variables used are the consumer price index, industrial 
production index, money supply, interbank money market 
transactions, t-bills and the three- and six-month crude oil 
prices. The effect of those variables on stock returns which are 
different between firm sizes and the result shows that the 
influence of macroeconomic factors are more strength in large 
firms. 
Cuthberson et al. [8] conducted a study in purpose to 
determine the effect of macroeconomic factors on stock 
returns in different industries in the UK, Germany, and France. 
The result shows that macroeconomic factors have a different 
impact on each industry. For the financial industry and the 
manufacture industry, the impacts of macroeconomic factors 
are stronger in the manufacture firms than financial firms. 
Jaffe and Mandelker [9] in their paper stated that the 
increase of inflation will have impact on the rising prices of 
raw materials that will ultimately lead to decreased 
competitiveness of the goods and service of a company. This 
condition will lead to the decreasing prospects of the company 
and has negative impact on the company's stock price in the 
capital market. In addition to the rise in inflation would raise 
the firm's costs that result in decreased profitability, which in 
turn will reduce the dividends received by the shareholders 
and will further degrade the investor interest to invest in the 
firm’s stock.  
Economists believe that the appreciation of the currency in 
a floating exchange rate system will affect the competitiveness 
of local products in international and trade balance position. In 
essence, they conclude that the exchange rate effect on stock 
prices positively [10]. By examining the ownership structure 
of the firms listed in the Indonesian stock exchange especially 
owned by the foreign investor, the trend shows that the higher 
the dollar value, the higher the stock price. 
When interest rates rise, investors will sell their part or 
whole shares to be transferred into other investments 
relatively more profitable and lower risk, consequently the 
stock price will fall [11]. Conversely, if interest rates go down, 
then investor will shift their investment in a relatively more 
profitable stock and the stock price will rise.  
Gold prices were also indicated has impact on stock returns, 
as research by [4] found that there is a tendency that the price 
of gold in U.S. rise when stock prices fall. This is because 
gold has the potential to compensate the investor lost on stock 
investment. 
Crude oil prices were has impact on stock return as [12] 
found a negative relationship between oil prices to stock 
return due to high oil prices and transportation costs because 
higher production costs and resulting in lower income and 
forcing stock prices down. Research conducted by [13] found 
that the relationship between oil prices and stock returns are 
greatly determined by the type of industry of the firm. They 
found that in the automotive industry and the retail industry, 
the increase of oil prices will be responded negatively in stock 
price, while in oil and natural gas industry, as well as gold and 
silver mining will respond positively to the increase of the oil 
prices. 
 
III. RESEARCH DESIGN 
 
The population in this study are firms listed in Indonesia 
Stock Exchange in the year 2008-2012. The samples were 
taken using purposive sampling. The criteria are; listed in 
Indonesia Stock Exchange during 2008-2012, actively traded, 
and those that were not traded for 2 consecutive months were 
excluded from the samples. 
The sampling method results in initial sample of 180 firms. 
The samples were divided into large, medium and small size 
(based on total assets) to test the different effect of 
macroeconomic factors on stock price across firm sizes. Some 
stock which is belong to manufacture and finance industry are 
grouped to test the different effect between those two 
industries. 
The dependent variable of this study is the monthly stock 
return (R), obtained from finance.yahoo.com. The 
independent variables are monthly inflation rate (INF), 
interest rate (IR), the average exchange rate (ER), obtained 
from the official website www.bi.go.id, crude oil prices (OIL), 
obtained from www.esdm.go.id, the price of gold (GD) 
obtained from www.kitco.com, firm size as measured by the 
natural logarithm of total assets, obtained from Indonesian 
Capital Market Directory. 
The regression analyses are employed to test the effect of 
macroeconomic factors on stock price. The analysis in this 
research is using regression analysis. To test the difference 
across firm sizes and industries, Chow test is used to test for 
equality of coefficients or coefficient equality test. The 
research models for each group are as follows: 
RBigit  Įi ȕ1INFt ȕ2IRt ȕ3ERt ȕ4GDt ȕ5OILt + eit 
RMedit  Įi ȕ1INFt ȕ2IRt ȕ3ERt ȕ4GDt ȕ5OILt + eit 
RSmlit  Įi ȕ1INFt ȕ2IRt ȕ3ERt ȕ4GDt ȕ5OILt + eit 
RManit Įi ȕ1INFt ȕ2IRt ȕ3ERt ȕ4GDt ȕ5OILt + eit 
RFinit  Įi ȕ1INFt ȕ2IRt ȕ3ERt ȕ4GDt ȕ5OILt + eit 
 
 
IV. RESULT AND DISCUSSIONS 
 
Total data used for this study are 10,800 data, obtained 
from 180 firms x 5 years x 12 months. They are consisting of 
60 big size firms, 60 medium size firms, and 60 small size 
firms, each group has 3,600 data. 63 firms are classified as 
firms in manufacture industry (3,780 data) and 33 firms are 
classified as firms in finance industry (1,980 data). The 
minimum, maximum, mean, and standard deviation of data 
are showed in Table 1. 
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TABLE I.  DESCRIPTIVE STATISTICS 
 N Min Max Mean Std. 
Deviation 
All Sample      
Ret 10,800 -.78 3.30 .0204 .18631 
Inf 10,800 .02 .12 .0600 .02697 
Ir 10,800 .04 .11 .0678 .01729 
Er 10,800 9,050 9,380 9,152.8 78.04 
Gd 10,800 15.85 16.63 16.2577 .22999 
Oil 10,800 12.98 14.03 13.6366 .24820 
Size: Big      
Ret 3,600 -.78 2.19 .0167 .16308 
Inf 3,600 .02 .12 .0601 .02697 
Ir 3,600 .04 .11 .0678 .01730 
Er 3,600 9,050 9,380 9,152.8 .78.05 
Gd 3,600 15.85 16.63 16.2577 .23001 
Oil 3,600 12.98 14.03 13.6366 .24822 
Size: Medium      
Ret 3,600 -.67 2.16 .0214 .18768 
Inf 3,600 .02 .12 .0601 .02697 
Ir 3,600 .04 .11 .0678 .01730 
Er 3,600 9,050 9,380 9.152,8 78.05 
Gd 3,600 15.85 16.63 16.2577 .23001 
Oil 3,600 12.98 14.03 13.6366 .24822 
Size: Small      
Ret 3,600 -.65 3.30 .0230 .20569 
Inf 3,600 .02 .12 .0601 .02697 
Ir 3,600 .04 .11 .0678 .01730 
Er 3,600 9,050 9,380 9,152.8 78.05 
Gd 3,600 15.85 16.63 16.2577 .23001 
Oil 3,600 12.98 14.03 13.6366 .24822 
Manufacture 
Ret 3,780 -.64 3.30 .0238 .18628 
Inf 3,780 .02 .12 .0600 .02696 
Ir 3,780 .04 .11 .0678 .01730 
Er 3,780 9,050 9,380 9,152.8 78,05 
Gd 3,780 15.85 16.64 16.2577 .23002 
Oil 3,780 12.98 14.03 13.6365 .24857 
Finance      
Ret 1,980 -.78 1.58 .0190 .16510 
Inf 1,980 .02 .12 .0600 .02697 
Ir 1,980 .04 .11 .0678 .01730 
Er 1,980 9,050 9,380 9.1528 78,06 
Gd 1,980 15.85 16.64 16.2577 .23005 
Oil 1,980 12.98 14.03 13.6365 .24860 
 
Table 1 shows that during 2008 and 2012 the average 
monthly return of sample firms are 0.0204%, with the 
minimum return are -0.78% and maximum 3.30%. Smaller 
size firms have higher average monthly return than bigger 
company and manufacture firms has higher average monthly 
return than finance firms. The macroeconomic data for all 
groups are the same since in this analysis all firms are affected 
by the same macroeconomic condition. The problems of 
multicolinearity, heterokedasticity, autocorrelation are not 
found in the regression analysis. But the error terms has 
curtosis problem that become some note for the result.  
The Chow test between groups of different size shows that 
the F statistics value is 4.63. This F-statistics value is bigger 
than F table (between 2.14 and 2.10). It is concluded that the 
independent variable of the three models has different impact 
on dependent variable. The same result also valid for the 
Chow test between models for two industries. The F statistics 
value is 6.10, bigger than F table (between 2.14 and 2.10). 
 
TABLE III. REGRESSION ANALYSIS RESULT 
Sample 
Group 
INF IR ER GD OIL Adj. 
R2 
F 
Big -0,083 
(-0,372) 
-2,749 
(-6,295)* 
0,086 
(1,672)** 
-0,077 
(-3,938)* 
-0,134 
(-6,816)* 
,062 48,537 
Medium  -0,167 
(-0,643) 
-1,904 
(-3,328)* 
-0,013 
(-0,211) 
-0,069 
(-2,577)* 
-0,097 
(-4,200)* 
,026 20,339 
Small -0,282 
(-0,984) 
-1,831 
(-3,246)* 
0,073 
(1,103) 
-0,061 
(-2,418)* 
-0,049 
(-1,941)** 
,016 12,923 
Manu-
facture 
-0,067 
(-0,266) 
-1,863 
(-3,754)* 
-0,002 
(0,032) 
-0,048 
(-2,141)* 
-0,095 
(-4,262)* 
,020 16,762 
Finance -0,657 
(-2,148)* 
-1,201 
(-1,995)* 
0,095 
(1,340) 
-0,039 
(-1,433) 
-0,076 
(-2,796)* 
,039 16,905 
*significant at 5%, **: significant at 10% 
Note: Numbers in cell are unstandardized coefficient and t-test value 
(in parenthesis) 
 
Based on the results of t-test statistical significance of the 
values obtained for the variable inflation, financial firms 
unstandardized coefficient is -2.148, significant at the 5%. 
This suggests that the inflation negatively affect stock returns. 
It is means that the higher the inflation rate, the lower the 
stock price. These results are consistent with Jaffe and 
Mandeleker [9]. However, different results shown for big, 
medium, small sizes and manufacture firms, the 
unstandardized coefficient are insignificant. Inflation factor 
for those firms are not affecting the stock price. This is 
because some companies have anticipated the fluctuation in 
inflation rate, so the inflation rate changes will not affect the 
operation of the firms.  
The unstandardized coefficients value of the interest rate 
effect on stock returns of three groups of firm sizes are equal 
to -2.749 for big firms, -1.904 for medium firms, and -1.831 
for small firms. This result shows that the bigger the firm size, 
the stronger the negative effect of interest rate on stock price. 
For the manufacture firms the coefficient value is -1863 and 
for the finance is -1.201. This shows that the negative effect of 
the interest rate found stronger in manufacture firms than in 
financial firms. This result indicate that because the interest 
rate represent other investment alternatives for investors, 
rising interest rates will result in the investors prefer to put 
their money in the bank rather than investing in the stock 
market, causing stock prices to decline and the manufacture 
industry will be more vulnerable to interest rate change than 
finance firms. These results are consistent with research 
conducted by [14], as well as [11]. 
The exchange rate effect on stock price only found in big 
firms because those firms are highly traded by foreign 
investors, the exchange rate changes will affect the fund 
invested by foreign investors. They must convert their 
investment by traded dollar with rupiah to buy stocks and vice 
versa. This result is consistent with research conducted by 
[10].  
The significant coefficient value for the effect of gold price 
on stock price for all three groups of firm sizes are -0.077 for 
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big firms, -0.069 for medium firms, and 0.061 for small firms, 
-0.048 for manufacture industry, and -0.039 for financial firms. 
The result shows that there a significant and negative effect of 
gold price on stock price. When the gold price rises, investors 
tend to invest less in the stock, and the stock price will fall. 
These results are consistent with research Baur and Lucey [4]. 
The results also show the different between different firm 
sizes, the larger the size the stronger the negative effect of 
gold price on stock return. The effect of gold price is also 
stronger in manufacture industry than in finance industry.  
The effect of oil price on stock price is significantly found 
in all groups of firm sizes and industries. High oil prices 
reflect the cost of transportation is also high production costs 
resulting in lower incomes and depress stock prices. The 
results are consistent with [12] and [13]. The unstandardized 
coefficient values  are  -1.34, for  big firms, -0.97 for medium 
firms, -0.49 for small firms, -0.095 for manufacture industry, 
and -0.076 for finance industry. This shows that the larger the 
firm size the stronger the negative effect of oil price on stock 
price. The oil price effect also found stronger in manufacture 
industry that in finance industry. This is because the 
manufacture firms rely on fuel in their operation. The increase 
of oil prices will have direct effect on production cost. These 
results are consistent with [13]. 
 
V. CONCLUSION 
The result of this study shows that the inflation rate 
negatively affect stock returns only in finance industry. There 
are no effect of inflation rate on stock price for big, medium, 
small sizes, and manufacture firms. The inflation rate changes 
will not affect the operation of those firms. The bigger the 
firm size,  the stronger the negative effect of interest rate on 
stock price. The negative effect of the interest rate found 
stronger in manufacture firms than in financial firms. These 
result indicate that because the interest rate represent other 
investment alternatives for investors, rising interest rates will 
result in the investors prefer to put their money in the bank 
rather than investing in the stock market, causing stock prices 
to decline and the manufacture industry will be more 
vulnerable to interest rate change than finance firms. The 
exchange rate effect on stock price only found in big firms 
because those firms are highly traded by foreign investors, the 
exchange rate changes will affect the fund invested by foreign 
investors. They must convert their investment by traded dollar 
with rupiah to buy stocks and vice versa.  There is 
significantly negative effect of gold price on stock price. 
When the gold price rises, investors tend to invest less in the 
stock, and the stock price will fall. The larger the firm size, 
the stronger the negative effect of gold price on stock return. 
The effect of gold price is also stronger in manufacture 
industry than in finance industry.  The effect of oil price on 
stock price is found significant in all groups of firm sizes and 
industries. High oil prices reflect the cost of transportation is 
also high production costs resulting in lower incomes and 
depress stock prices. The larger the firm size the stronger the 
negative effect of oil price on stock price. The oil price effect 
also found stronger in manufacture industry that in finance 
industry. This is because the manufacture firms rely on fuel in 
their operation. The increase of oil prices will have direct 
effect on production cost.  
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